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Group Management

1. OIof Persson
7. Par Ostberg

13. Karin Falk

Born 1964. B. Sc. in Business Administration and Born 1962. Master of Business
Administration Has held Born 1965. B. Sc. Business Administration. Has held

Economics. President of AB Volvo and Chief Executive
various senior positions

in the Volvo Group most recently
various positions within the Volvo Group most recently

as

Officer of the Volvo Group
since September 1 2011. as Senior Vice President and President Trucks Asia President of Volvo Group NAP Non-AutomotivePurchas-President

of Volvo Construction Equipment 2008-2011. 2008-2011. CFO of the Volvo Group
2005-2008. ing 2008-2011.

Member of the Group Executive Team

President of Volvo Aero 2006-2008.
With Volvo since Senior Vice President and CFO of Renault Trucks 2004- since 2012. With Volvo 1988-1999 and since 2008.

2006. Member of the Volvo Board since September 1 2005. Member of the Group
Executive Team since 2005. Holdings in Volvo own and related parties 4002

2011. Holdings in Volvo own and related parties
With Volvo since 1990. Holdings in Volvo own and shares including 1762 Series B shares.

56344 Series B shares.
related parties 7768

shares including 7608 Series B

shares.
14. Per Ldjdquist

2. Dennis Slagle
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8. Patrick Olney
r or

b

Born 1949. Responsible
within the Volvo Group forcorpo-T

rate communications since 1997. Member of the Group

Born 1954. B. Sc. President and CEO of North American

Trucks 2009-2011. President and CEO of Mack Trucks Born 1968 B. Sc. Business Administration. Head
of Volvo Executive Team since 1997. With Volvo since 1973.Hold-Inc.

2008-2009. President and CEO of Volvo Construction Construction Equipment
since May 1 2011. Prior to that ings in Volvo own and related parties 118236 shares

Equipment
North America 2003-2008. Member of the he has held various senior positions

at Volvo Construction including 101456 Series B shares.

Group Executive Team since 2008. With Volvo since Equipment
most recently as Vice President and Head of

2000. Board memberWest Virginia Wesleyan College Operations.
Member of the Group Executive Team since 15. Jan-Eric Sundgren

Board of Trustees. Holdings in Volvo own and related 2011. With Volvo since 2001. Holdings in Volvo own

parties 15271 Series B shares.
and related parties 6586 Series B shares. -ýo cr -t

hfairs

Born 1951. M. Sc. Engineering
PhD in solid state Physics

3. Peter Karlsten
Professor in materials science. Responsible within the

- itfv sic- 15aE.en
9. HAkan Karlsson Volvo Group for public

environmental affairs since
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_ 2006. Member of the Group
Executive Team since 2006.

Born 1957. M. Sc. Electrical Engineering. President of Born 1961. M. Sc. Engineering. President and CEO Volvo With Volvo since 2006. Chairman
SP Technical Research

Volvo Powertrain 2007-2011. Senior Vice President Tech- Buses 2003-2011. President of Volvo Logistics
2000- Institute of Sweden AB. Board member Hogia AB.

nology for the Volvo Group 2007-2011. Head of Volvos 2003. Member of the Group
Executive Team since 2003 Member of the Royal

Swedish Academy
of Engineering

North American truck operations
2003-2007. Head of With Volvo since 1986. Holdings in Volvo own and Sciences. Holdings in Volvo own and related parties

Volvo Trucks in
Brazil 2001-2003. Member of the Group related parties 41340 shares including 39849 Series 28939 shares including 28879 Series B shares.

Executive Team since 2007. With Volvo since 2001. Hold- B shares.

s Carlander

ings in Volvo own and related parties 99195
shares

16.

11_1A1_
Magnu

de Cor orate prcc s T

including 98979 Series B shares. 10. Anders Osberg

Exvcutr tic. - r5sicc---t Born 1955. Master Mechanical Engineering.
Has held var

4 Joachim Rosenberg
Z7-31 -1 an ri u ious senior positions

in the Volvo Group most recently
as

Born 1961. B. Sc. Has held
various positions within Volvo President of Volvo IT 2008-2011. Member of the Group

r C
Group Finance and Volvo Treasury

most recently as Presi- Executive Team since 2012. With Volvo since 1985.Hold-Born
1970. M. Sc. Industrial Engineering and Management

dent of Volvo Treasury Group 2000-2011. Member of
the ings in Volvo own and related parties 48116

shares

M. Sc. Financial Economics M. Sc. Business and
Eco- Group

Executive Team since 2012. With Volvo 1985-1988 including 48056 Series B shares.

nomics. Has held various senior positions
in the Volvo and since 1992. Board member. The Swedish Association

Group
most recently as President of Volvo Group Asia of Corporate Treasurers. Holdings in Volvo own and

Truck Operations
2007-2011. Vice President Volvo

related parties 13001 Series B shares.

Group Alliance Office 2007. Vice President VolvoPower-train
2005-2007. Member of the Group Executive Team

since 2012. With Volvo since 2005. Holdings in Volvo 11. Eva Persson

own and related parties 8224 Series B shares. Executive Vice residee Csr a. -r4a
Cote atia nco and Geno vi

Born 1953. Master of Laws. Responsible
within the

5. Mikael Bratt Group for legal
matters and General Counsel of the Volvo

c3 tivo Vice Group _cýks Orveratiors
Group since 1997. Vice President Head of Corporate

Born 1967. Has held various senior positions in the financial Legal
of AB Volvo 1993-1997. Member of the Group

areas in the Volvo Group most recently
as Senior Vice Executive Team since 1997. With Volvo since 1988.

President and CFO 2008-2011. Prior to that Vice President Secretary to the Volvo Board since 1997. Board member

and Head of Corporate
Finance at AB Volvo. Member of the Handelsbanken Region Vast and Norsk Hydro ASA.

Group Executive Team since 20T it vo since o ings m ovo--owrs

and-related-Barbs-6003f--Holdings
in Volvo own and related parties 78884 shares including 58560 Series B shares.

shares including 77992 Series B shares. _

6. Torbj6rn
Holmstrom

Born 1955. M. Sc. Mechanical Engineering.
President of Born 1961. B. Sc. Sociology.

Senior Vice President Human

Volvo 3P 2003-2011. Prior to that he has held various Resources for the Volvo Group
2007-2011. Prior to that

senior positions
at Volvo Powertrain Member of the Group Senior Vice President Human ResourcesCommunica-Executive

Team since 2012. With Volvo since 1979. Hold- tions at
Volvo Powertrain 2005-2006.

Member of the

ings in Volvo own and related parties 36343 Series

2Group

Execuve Team sine

005. Holdings in
Volvocown0and related part es

B shares.
9710 shares including 9550 Series B shares.
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Board members elected by the 2. Peter Bijur 4. Hanne de Mora

Annual General meeting
Bern.e r o than Audit Com_rnrttee

Born 1960. BA in Economics from HEC
in Lausanne

Born 1942. MBA Marketing BA Political Science. Board MBAfrom IESE in Barcelona. Board Chairman a-connect

1. Louis Schweitzer
member Gulf mark Offshore Inc. Member of the Volvo group ag. Board member Sandvik AB IMD Foundation

Board since 2006. Holdings in Volvo own and related Board. Member of the Volvo Board since 2010. Holdings

C a.r %. t .. .... ý ._ tt
parties 3000 Series B shares. in Volvo own and related parties 3000 Series B shares.

Born 1942. Bachelor of Laws. Board Chairman Astra- Principal work experience Numerous
positions

with

Principal work experience Credit Analyst Den NorskeCredit-ZenecaPlc. Board member BNP-Paribas LOreal and Texaco Inc retired as Chairman and Chief Executive
bank in Luxemburg 1984 various

positions
within brand

Veolia. Member of the Volvo Board since 2001. Chairman Officer in 2001.

management and controlling within Procter Gamble1986-ofthe Board since January 15 2010. Holdings in Volvo 1989 Partner McKinsey Company Inc. 1989-2002 one

own and related parties 40000 Series B shares. 3. Jean-Baptiste Duzan of the founders and owners also Chairman of the Board of

.
Principal work experience Official at French Budget

f Y i i Ttiý
eýttanagemenrcompany-aconnecttroupagsinee-2082.

Department Chief of Staff of Mr Laurent Fabius Minister
Born 1946. Graduate of the Ecole Polytechnique. Senior

--of Budget-thenMinister..forlnrlustry_and_Research_and_.Advisor
Lazard Freres. Board member Nissan Motor 5. Anders Nyren

--
- Y4 i-rs.ýktz ft$ri F-.

rat._
3rs.iLt

Prime Minister Chairman of the French High Authority
Co. Ltd. Rterrrlser oftisdfvaýBrsaresrrsc e 20Q Fiaitgsý _

against Discrimination and for Equality HALDE 2005- in Volvo own and related parties 1000 Series B shares. Born 1954. Graduate of the Stockholm School ofEconom-2010
numerous positions with Renault S.A. Chief

Principal work experience Began his career at Citibank.
ics MBA at UCLA. President and Chief Executive Officer

Financial Officer and Executive Vice President Finance
Has held various positions within Renault since 1982 -

of AB Industrivarden. Board Chairman Sandvik AB. Vice

and Planning Chief Operating Officer Chairman and
director of financial services at Renault

V.I.
director of

Chairman Svenska Handelsbanken. Board member

Chief Executive Officer.
financial operations project director for the car model

AB Industrivarden Ernstromgruppen AB SSAB Svenska

Safrane Senior Vice President Purchasing and joined

Cellulose Aktiebolaget SCA Telefonaktiebolaget LM

the Renault Management Committee. He was also
Ericsson Stockholm School of Economics and SSEAsso-named

Chairman and
Managing Director Renault Nissan

ciation. Member of the Volvo Board since 2009 Holdings

in Volvo own and related parties 5200 Series B shares.
Purchasing Organization.

Principal work
experience

Has worked for AB Wilhelm

Becker. He has held various positions within STC -
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Controller Executive Vice President and CFO and President Board members and deputies Secretary to the Board
of STC Venture AB President and Chief Executive Officer

at OM International AB Executive Vice President and appointed by employee organisations
Eva Persson

CFO at Securum Director with executive responsibility

for Markets and Corporate Finance at Nordbanken 10. Mikael Sallstri m
Born 1953. Master of Laws. Executive Vice President

Executive Vice President and CFO at Skanska.
Corporate Legal Compliance and General Counsel of

Employee representative ordinary member. Born 1959. the Volvo Group. Secretary to the Volvo Board since 1997.

6. Olof Persson
With Volvo 1980-1999 and since 2009. Member of the Holdings in Volvo own and related parties 60036

Volvo Board since 2009. Holdings in Volvo own and shares including 58560 Series B shares.

Born 1964. B. Sc. in Business Administration and Economics.
related parties None.

President of AB Volvo and Chief Executive Officer of the

Volvo Group since September 1 2011. Member of the 11. Berth Thulin

Volvo Board since September 1 2011. Holdings in Volvo
Auditors

own and related parties 56344 Series B Shares.
Employee representative ordinary

member. Born 1951.

With Volvo since 1975. Deputy member of the Volvo PricewaterhouseCoopers AB

Principal work experience Began his career at ABB has
Board 1999-2009 member since 2009. Holdings in

held a number of executive positions at AdTranz and
Volvo own and related parties 1425 Series B shares. Goran Tidstrom

Bombardier President of Mainline and Metros Division in
Authorized Public Accountant.

Bombardier President of Volvo Aero President of Volvo
12. Peteris Lauberts

Lead Auditor.

Construction Equipment. Employee representative ordinary member. Born 1948.

With Volvo since 1999. Deputy member of the Volvo Board Auditor since 2006.

7. Ravi Venkatesan 2010-2011 member since November 30 2011. Holdings

Born 1963. MBA Harvard Business School and M.Sc.
in Volvo own and related parties 216 Series A shares. Other

assignments
Auditor of Meda AB. President of

Industrial Engineering Purdue University. Board member
IFAC International Federation of Accountants.

Infosys Ltd. Advisory Board of Bunge Inc. Non Profit
13. Lars Ask

Advisory Board Harvard Business School. Member of the Employee representative deputy
member. Born 1959.

Born 1946.

Volvo Board since 2008. Holdings in Volvo own and With Volvo since 1982. Deputy member of the Volvo Board

related parties 700 Series B shares. since 2009. Holdings in Volvo own and related parties
Johan Rippe

Principal
work experience Several leading positions

406 shares including
250 Series B shares.

Authorized Public Accountant.

within the American engine manufacturer Cummins.
Mats Henning Auditor since 2010.

Chairman of Microsoft India and responsible for Microsofts

marketing operational and business development efforts Employee representative deputy member. Born 1961.

in India.
With Volvo since 1982. Deputy

member of the Volvo
Other assignments Auditor of Getinge AB and Flanders AB.

Board since November 30 2011 Holdings in Volvo

8. Lars Westerberg
own and related parties 250 Series B shares.

Born 1968.

Chai3 _ of thu Audit i. oiGH

Born 1948. M.Sc. Engineering Bachelor Business

Administration. Board Chairman Husqvarna AB. Board Changes in the Board

member SSAB Sandvik AB and Stena AB. Member of

the Volvo Board since 2007. Holdings in Volvo own and
Board members elected by the Annual General

related parties 60000 Series A shares.

Meeting

Principal work experience President and CEO of Granges
Leif Johansson CEO of the Volvo Group until andinclud-AB

ESAB AB and Autoliv Inc.
ing August 31 2011 resigned from the Board at the

same time and was replaced as Board member by Olof

9. Ying Yeh
Persson from September 1 2011 who then also

M
assumed the position as CEO.

Born 1948. BA Literature International Relations. Board members and deputies appointed by

Board member ABB Ltd. Member of the Volvo Board
employee organisations

since 2006. Holdings in Volvo own and related As of November 30 2011 Martin Linder left the Board and

parties None. was replaced by
Peteris Lauberts former deputy member

of the Board. Mats Henning was appointed new deputy as

Principal
work experience Journalist NBC New York. of the same date.

Numerous positions
with the U.S. Government Foreign

Service in Burma Hong Kong
Taiwan and Beijing. Various

positions with Eastman Kodak in China latest as President

and Chairman North Asia Region. Chairman of Nalco

Greater China.
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Corporate bodies in The Volvo Group Corporate Governance Model
corporate governance

The
governance

and control of the Volvo Group

is carried out
through a number of

corporate

Shareholders

bodies. At the Annual General Meeting the

shareholders exercise their voting rights
with

regard for example to the composition of the

Board of Directors of AB Volvo and election of

external auditors and as otherwise stipulated
in

the Companies Act. Information concerning the

largest
shareholders in AB Volvo as ofDecem-ber

31 2011 including information on share

holders whose shareholdings in the company

represent
at least one tenth of the votes for all

shares in the company is provided in the Board

of Directors report for Volvo on page 53.

The notice for Annual General
Meetings and

for Extraordinary General Meetings
if any is

made through
advertisement in the Post- and

Inrikes Tidningar Swedish Official Gazette and

on the companys website. Announcement that

the notice has been published is advertised in

Dagens Nyheter and Goteborgs-Posten.

An Election Committee appointed by
the

Annual General Meeting of AB Volvo proposes

Board members Board Chairman and external

auditors. The Board is
responsible

for the

Groups long-term development and strategy

for regularly controlling
and

evaluating
the

com-panys
operations and for the other duties set on October 4 2011 and which among other The Group Executive Team compnsesthose

forth in the Companies Act. In addition the things
aims at the coordination of products and who report directly to the CEO. The Group

Board appoints the President of AB Volvo who brands in the Groups Trucks operations. In the Executive Team has 16 members
including

the

is also the Chief Executive Officer CEO. The new organization the CEO leads the
operations

CEO. The Group Executive Team meetings

duties of the Board are partly exercised through the operations
of the Group partly through the which are headed by the CEO addressGroup-its

Audit Committee and its Remuneration Group Executive Team as previously but also wide issues and issues
affecting

individual

Committee. The CEO is in charge of the daily through the newly
established Group Trucks business areas Group functions or corporate

management of the Group in accordance with Executive Management Team. In addition the functions. The Group Trucks ExecutiveMan-guidelines
and instructions provided by the Board. CEO conducts regular follow-ups with the agement Team comprises in addition to the

On
January 1 2012 the Volvo Group intro- heads of other business areas Group functions CEO mostly

members of the Group Executive

duced a new organization
which was presented and corporate functions. Team. Members of the Group Executive Team
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further have positions
in management teams in the company and further to comment on their The Boards composition and attendance at

meetings January 1 2011 to December 31

and decision making bodies for other business material assignments
and holding of shares in

2011

areas and Group functions. These bodies will Volvo. Moreover the Committee shall report onRemu-effect
control and follow-ups of financial devel- how it conducted its work.

Audit neration

Commit-Commit-opment
strategies

and
targets

as well as make In accordance with
existing

instructions the Board tee tee

decisions regarding
for example investments. Annual General Meeting shall select five mem- Peter Bijur

12 8

bers to serve on the Election Committee of Jean Baptiste Duzan 12 8

ohansson 7

Swedish Code of Corporate Governance whom four shall represent the largest
sharehold

O
lL
e
if
o
f

J

Persson2 4

Volvo applies the Swedish Code of Corporate ers in the company
in terms of the number of

Hane de Mora 12

Governance the Code which is
available at votes who have

expressed
their willingness

to
Anders Nyren 12

4

Louis Schweitzer 12 4

www.bolagsstyrning.se. participate.
In addition one of the members shall

Between January 1 2011 and December 31 be the Chairman of the AB Volvo Board. Addition- Ravi Venkatesan 12

2011 Volvo did not deviate from
any

of the ally
the Election Committee can offer other

Lars Westerberg
12 8

-- ---------
-

regulations
set forth in the Code. larger shareholders

to appoint one representative
Yang

Yeh 11
3

Martin Linder

This Corporate Governance Report
has been as a member of the Election Committee. If such

employee

prepared in accordance with the Annual an offer is made it should be directed in turn to representative
10

Accounts Act and the Code. the largest
shareholder in terms of voting rights

Mikael Sallstrom

employee

not already being represented
on the Election representative

11

Election Committee Committee. The number of members on the Elec-
Berth Thulin

employee

The Election Committee is the shareholders tion Committee however may not exceed seven.
representative

12

body responsible
for submitting to the Annual In accordance with its instructions Volvos Peteris Lauberts4

General Meeting
the names of candidates to 2011 Annual General Meeting

resolved to

employee tine 1

serve as Chairman at the Meeting
and Chairman appoint

the following
individuals as members of

Total number of

and other members of the Board as well as pro-
the Election Committee Volvos Chairman meetings

12 8 4

posing
fees and other compensations to be Louis Schweitzer Jean-Baptiste Duzanrepre-.

paid to the Board members. In the years
in senting Renault s.a.s. Carl-Olof By representing

1 Left the Board on August 31 2011.

2 Was elected member of the Board as of

which Volvo elects auditors the Election Com- AB Industrivarden Hakan Sandberg representing
September 1 2011.

mittee
presents proposals

for the election of Svenska Handelsbanken SHB Pension Fund 3 Left the Board on November 30 2011.

auditors and proposals for fees to be paid
to the SHB Employee Fund SHB Pensionskassa and 4 Joined the Board as member as of

auditors based on the preparations
carried out Oktogonen and Lars Forberg representing

November 30 2011 previously deputy.

by
Volvos Audit Committee. In addition the Violet Partners LP. The Election Committee

Election Committee in accordance with
prevailing appointed

Carl-Olof By as Chairman.

instructions for Volvos Election Committee
the number of Board meetings matters to be

presents proposals
for members of the Election The Board handled at regular meetings

of the Board and

Committee for the following year. During
the period January 1 2011

- December 31 duties incumbent on the Chairman. Inaccord-In
accordance with the aforementioned 2011 AB Volvos Board of Directors consisted ance with these procedures

the BoardsChair-instructions
the Election Committee shall meet of nine members elected by the

Annual General man shall organize and guide
the Boards work

as often_as_requited for the C ommitte_et_o be Meeting
In addition the Board had three members be responsible for contacts with the owners

able to fulfill its
duties. and two deputy

members appointed by regarding ownership matters and
provide

the

ý____ ___Tlaý._Electioa.Gammittee.s._.prop.osaJ_ýs_hall_b employee organizations
owners viewpoints

to the Board ensure that

presented to Volvo in sufficient time to be Leif Johansson who was Volvos CEO until the Board receives adequate
information and

included in the notice to attend the Annual September 1 2011 was also a Board member decision documents for its work and ensure

General Meeting and to be published on Volvos until September 1 2011 when he was replaced compliance
with the Boards decisions. In addition

website at the same time. In conjunction
with on the Board by Olof Persson who also the work

procedures
contain directivescon-the

notice to attend the Annual General Meeting assumed the position
of CEO. cerning the tasks of the Audit Committee and

being published the Election Committee shall During 2011 six
regular meetings one statu- the Remuneration Committee respectively.

The

among other duties
comment on whether those tory meeting

and five extraordinary meetings
Board has also issued written instructions

persons
who are proposed to be elected as were held. specifying

how financial information should be

Board members are to be considered as inde- The Board has adopted
work procedures for reported

to the Board as well as defining
the

pendent
in relation to the company and company its activities that contain rules pertaining to the distribution of duties between the Board and

management as well as to major shareholders
distribution of work between the Board members the President.
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The Annual General
Meeting

resolves on the During 2011 following preparation in the ensure that the decisions taken
by
the Board

fees to be
paid

to the Board members elected Remuneration Committee the Board evaluated are executed.An account of each Board members

by
the shareholders. The Annual General Meet- Volvos

systems for variable remuneration to age principal education professional experience

ing held on April 6 2011 approved fee
pay- senior executives where the

performance targets assignments
in the Company other important

ments to the Board for the time until the end of were based on operating income and
operating

board memberships their own and relatedpar-the
next Annual General Meeting as follows

rolling cash flow for executives in the industrial ties
ownership

of shares in Volvo as of February

Chairman of the Board should receive a fee of operation. For executives in the customer- 23 2012 and the
year they were

elected on the

SEK 1800000 and each of the
remaining financing operation the

performance targets Volvo Board is
presented in the section Board

members should receive a fee of SEK 600000 were related to
operating income and return on of Directors and auditors on

page
153.

with the
exception of the President. In addition equity. The Board has concluded that the out- During 2011 the Board

performed its yearly

the Chairman of the Audit Committee should come for 2011 has been satisfactory and con- evaluation of the Boards work. The Chairman

receive SEK 300000 the other members of
sequently found that the

existing system was has informed the Election Committee on the

the Audit Committee SEK 150000 each and
well-functioning. Irrespective of this the Board result of the evaluation.

the members of the Remuneration Committee came to the conclusion that in future the operating

SEK 100000 each.
margin would be a better measure of the

per- Independence requirements

In March 2011 the Board announced that it formance of the industrial
operation than

oper-
The Board of Directors of AB Volvo must meet

had resolved to
appoint Olof Persson as the

ating income. In view of the new financial
targets independence requirements pursuant to the

new President and CEO for Volvo as of September for the Group presented by the Board in
Sep-

Code. The Audit Committee must also meetinde-12011 to
replace Leif Johansson when he tember 2011 the Board also believes that the pendence requirements pursuant to the Code

would be stepping down. Olof Persson was new financial
target pertaining to

competitive
and the Swedish Companies Act. Below is a short

previously the President of Volvo Construction
comparison of

operating margins should be description of the independence requirements.
The

Equipment since 2008. Prior to that he was the reflected in the
performance targets for variable independence requirements mainly state that only

President of Volvo Aero. The Board also remuneration for 2012 pertaining to executives one person from the companys management
resolved in September 2011 to introduce new in the industrial operation. According to the may be a member of the Board that a majority of

financial targets for the Volvo Group to apply as Board the
operating cash flow is still relevant the Board members elected

by the General

of 2012 with the aim of
annually measuring as a measure of the

performance of the indus- Meeting shall be independent of the company

growth and profitability among the Groups various trial
operation. The Board has also found that and the company management and that at least

operations and making comparisons with a for the customer
financing operation performance two of the Board members elected

by
theGen-number

of selected competitors. As a result of
targets based on return on

equity
and

operating eral Meeting who are independent of thecom-the
uncertainty

about the macroeconomic income are still relevant.
pany and the companys management shall also

trend the Board
specifically

focused on moni- Based on the above mentioned evaluation of be
independent of the companys majorshare-toringthe business environment in order to the variable-remuneration systems the Board holders. In addition the Code stipulates that a

continuously adapt the companys activities to resolved to introduce partly amended perform- majority of the members in the Audit Committee

the
prevailing demand. The Board also focused ance targets for variable remuneration to senior shall be independent of the company and the

on the trend for the Groups operations and visited executives to apply for 2012 pertaining to most company management and that at least one of

several of the Groups facilities in the US in of the industrial
operation. The new perform- the members who is independent of the

company

2011 meeting management and customers. ance targets are based on the
following para- and the company management shall also beinde-The

Board also r viewed the financial positions meters i sixmonths operating rolling cash flow
pendent

of the companys major shareholders.

of AB Volvo and the Volvo Group on a regular ii operating margin compared to last year and According to the Swedish Companies Act the

b ndaýS sl ýsýr er tQ__ýr ure t_hýt there are__ __L i__profitab_itty_ measured on operating margin members of the Audit Committee may not be

efficient systems with regard
to
follow-up and compared with

competitors.
For the customer employees of the company and at least one

control of the business and financial
position

of
financing operation the Board resolved that the member of the Audit Committee shall beinde-the

Volvo
Group.

In connection therewith the performance targets for variable remuneration
pendent of the company company management

Audit Committee was responsible for
preparing will continue to focus on return on equity and and the companys largest shareholders and have

the Boards work to assure the quality of the
operating income.

accounting or auditing expertise. With regard to

Groups financial
reporting by reviewing the The Boards work is

mainly performed within the Remuneration Committee the Code sets the

interim reports the Annual
Report

and consoli- the framework of formal Board meetings and requirement that members of the Remuneration

dated
accounting. In connection therewith the

through meetings in the respective committees Committee with the
exception of the Board

Board met with the companys auditors during of the Board. In addition the Chairman of the Chairman if a member of the RemunerationCom-2011.
The Board

continuously evaluates the
per-

Board maintains
regular contact with the CEO mittee shall be independent of the company and

formance of the CEO. in order to discuss
on-going business and to company management.
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Prior to the Annual General Meeting 2011 be
independent

of the companys largest share- of the Groups system
for internal control over

considering the above requirements regarding the holder in terms of votes or
any group

of share- financial
reporting and with respect to the

Boards independence the Election Committee holders that act in concert in the
governance

of internal audit and risk management.

reported the following understanding concerning the
company.

Neitherthe CEO nor other members At the statutory Board meeting following the

the Board members who were elected at the of the executive management are to be members 2011 Annual General Meeting Lars
Westerberg

Annual General Meeting in 2011 of the Election Committee. If Board members are Peter Bijur and Jean-Baptiste Duzan were

Peter
Bijur

Hanne De Mora Louis Schweitzer included in the Election Committee they may not appointed members of the Audit Committee.

Ravi Venkatesan Lars
Westerberg and Ying Yeh constitute a

majority
of the Election Committees Lars Westerberg was appointed Chairman of

were all considered independent of the company members. The Chairman of the Board of the the Audit Committee.

and company management as well as of the com- company or any other Board member may not be The Audit Committee met with the external

panys major shareholders. the Chairman of the Election Committee. If more auditors and Head of Internal Audit at themeet-Leif
Johansson as Volvos CEO was con- than one Board member is included in the Elec-

ings
of the Audit Committee. The AuditCom-sidered

independent of the companys major
tion Committee not more than one of them may mittee has also met

separately
with the external

shareholders but not of the company and company be dependent in relation to the companys largest auditors and the Head of Internal Audit without

management. Olof Persson who at the 2011 shareholders. All members of the Election Com- the
presence

of the company management. The

Annual General Meeting was the President of mittee have been considered to be
independent Audit Committee and the external auditors

Volvo Construction
Equipment

and who was of the company and the company management. have among other tasks discussed the external

elected a member of the Board as from September All members of the Election Committee except audit plan and risk management. The Audit

1 2011 when he also was to assume the position Jean-Baptiste Duzan have prior
to

being
Committee held

eight meetings during 2011.

as Volvos CEO was deemed independent of the
appointed

been considered to be independent of

companys major shareholders but was not Volvos largest shareholder in terms of votes. This Remuneration Committee

deemed independent in relation to the company conclusion is based on the facts that Renault In April 2003 the Board established aRemu-and
the company management due to his position s.a.s. is Volvos

largest
shareholder in terms of neration Committee for the

purpose
of
preparing

in the Volvo Group votes and that Jean-Baptiste Duzan represents and
deciding on issues relating to remuneration

Jean-Baptiste Duzan was considered inde- Renault s.a.s. in the Election Committee. to senior executives in the Group. The duties of

pendent
in relation to the company and company the Committee include presentingrecommen-management.However in his

capacity as an Audit Committee dations for resolution
by the Board

regarding

advisor to the CEO of Renault S.A. he was In December 2002 the Board established an the terms and conditions of employment and

deemed to have such a relation to Renault s.a.s. Audit Committee primarily for the purpose
of over- remuneration for the President of AB Volvo

that he could not be considered
independent seeing the accounting and financial reporting proc- principles for remuneration including pensions

thereof. Since Renault s.a.s. prior to the 2011 esses and the audit of the financial statements. and severance payments for other members of

Annual General Meeting controlled more than 10 The Audit Committee is responsible for
pre-

the Group Executive Team and principles for

percent of the votes in the company Jean-Baptiste paring the Boards work to assure the quality of variable salary systems share-based incentive

Duzan was not considered independent
in rela- the Groups financial reporting by reviewing

the programs pensions
and severance payment for

tion to one of the companys major shareholders. interim reports the Annual Report and consoli- other senior executives in the
Group.

In addition

Anders Nyren was deemed independent in dated
accounting.

In addition the Audit Com- the Remuneration Committee shall
approvepro-relation

to the company and company manage- mittees task is to establish guidelines specifying posals on remuneration of the other members of

ment. However due to his
capacity as CEO of AB what other services beyond auditing the com the Group Executive Team in accordance with

lndustrivarden he was not deemed independent pany may procure from the companys auditors the
principles established by the Board.

__
hereof Singe AB Industrivarden prior to the and to rovid guidelines for transactions with The Remuneration Committee shall monitor

2011 Annual General Meeting controlled more companies and
persons closely

associated with and evaluate ongoing programs and programs

than 10
percent

of the votes in the company Volvo. The Audit Committee also has the task of concluded
during

the
year covering variable

Anders Nyren was not considered
independent

in
reviewing

and
overseeing the impartiality and remuneration for the Group Executive Team

relation to one of the companys major share- independence of the companys auditor. The
application

of the
guidelines for remuneration

holders. Audit Committee is also responsible for evalu- to senior executives on which the Annual General

The Election Committee must also meet inde-
ating

the internal and external auditors work Meeting shall resolve and the currentremuner-pendence
requirements pursuant to the Code. providing the Election Committee with the ation structures and levels in the Group. The

According
to the Code most of the members of results of the evaluation of the external auditors Board shall not later than two weeks

prior to

the Election Committee are to be
independent

of and to assist in
preparing proposals for the the Annual General Meeting submit a report on

the company and the company management. At election of auditors.
Finally the

Audit Committee the results of the Remuneration Committees

least one member of the Election Committee is to shall evaluate the quality relevance and efficiency evaluation on the companys website.
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If the Remuneration Committee commissions their reviews to the Audit Committee twice a year activities information and communication and

external suppliers for its work it must ensure and once a
year

to the full Board of Directors. follow-up.

that there are no conflicts of interest in relation When PwC is retained to
provide services Volvo has a specific function for internal control.

to other
assignments this supplier may have for other than the audit it is done in accordance with The

objective
of the Internal Control function is

the Group or the Group Executive Team. rules decided
by
the Audit Committee pertaining to provide support for management groups

At the
statutory meeting of the Board follow- to pre-approval of the nature of the services and within business areas and Group functions that

ing
the 2011 Annual General Meeting Louis the fees. allows them to continuously provide solid and

Schweitzer Anders
Nyren

and
Ying Yeh were improved internal controls relating to financial

appointed members of the Remuneration Com- Disclosure Committee
reporting. Work that is conducted through this

mittee. Louis Schweitzer was named Chairman A Disclosure Committee was established in function is based
primarily on a methodology

of the Remuneration Committee. The Remunera- 2004. The Committee contributes to
ensuring which aim is to ensure compliance withdirec-tion

Committee held four
meetings during 2011. that Volvo fulfills its obligations according to tives and

policies as well as to create good

applicable legislation as well as to listing rules conditions for specific control activities in key

Group Executive Team to timely disclose to the financial market all
processes

related to financial
reporting.

The

An account of their respective age principal
share

price sensitive information. Audit Committee is informed of the result of the

education Board memberships their own and The Committee comprises the heads of the work
performed by

the Internal Control function

related parties ownership
of shares in Volvo as departments Corporate Finance Internal Audit within Volvo with regard to risks control activities

of
February 23 2012 and

year
of joining Volvo Investor Relations Corporate Legal Business and

follow-up on the financial reporting.

for the CEO and each member of the Group Control and Financial Reporting. Chairman of Volvo also has an Internal Audit function with

Executive Team is presented in the Group Man- the Disclosure Committee is the Executive Vice the
primary task of independently monitoring

agement section on page 151. President responsible for Corporate Communi- that companies in the
Group

follow the
principles

cation. and rules that are stated in the Groupsdirec-External
auditing tives policies and instructions for financial

Volvos auditors are elected by the Annual General Outstanding share and share-price reporting. The head of the Internal Audit function

Meeting. The current auditor is Pricewater- related incentive programs reports directly to the CEO and in the new

houseCoopers AB PwC which was elected at An account of outstanding share and share-
organization

to the Groups General Counsel

the 2010 Annual General Meeting for a period price related incentive programs is provided in and the Boards Audit Committee.

of four
years.

Goran Tidstrom and Johan
Rippe

Note 27 Personnel in the Groups notes.

from PwC are responsible for the audit of Volvo.
Control environment

Goran Tidstrom is the Auditor in
Charge.

Goran Report on the key aspects of the compa-
Fundamental to Volvos control environment is

Tidstrom has announced that he will resign as nys and Groups system for internal con-
the business culture that

is established within

Auditor in
Charge

at the Annual General
Meeting trols and risk management in conjunction

the Group and in which
managers

and employees

2012. He will be replaced by Peter Clemedtson with financial reporting operate.
Volvo works

actively oncommunica-partner
of PwC. The Board is responsible for the internal con-

tions and training regarding the companys basic

The external auditors discuss the external trols
according

to the Swedish Companies Act
values as described in The Volvo Way an internal

audit plan and risk management with the Audit and the Code. The
purpose

of this report is to
document

concerning
Volvos business culture

Committee. The auditors review the interim provide shareholders and other interested parties
and the Groups Code of Conduct to ensure

report for the period January 1 to June 30 and an understanding of how internal control is
that good morals ethics and

integrity permeate

the Annual Report and the consolidated organized at Volvo with regard to financial
the organization.

accounting. The auditors a-Iso ex ress an_o mion re ortln The report has been prepared in The foundation of the internal control pro

-- ------------whetherthis Corporate Governance Report was accordance with the Annual Accounts Act.
cess relafmg to the financial

reporting
is built

prepared or not and in such respect whether Consequently the report is limited to internal up
around the Groups directives policies and

certain information therein coincides with the control over financial reporting.
instructions as well as the responsibility and

Annual Report and consolidated accounting. The authority structure that has been adapted
to the

auditors
report

their
findings

with
regard

to the
Introduction Groups organization to create and maintain a

annual
report

consolidated
accounting

and the
Volvo

primarily applies
internal control

princi- satisfactory
control environment. The

principles

Corporate Governance Report through the audit ples introduced by the Committee of Sponsoring for internal controls and directives and
policies

reports
and a separate opinion regarding the Organizations of the Treadway Commission for the financial reporting are contained in Volvo

Corporate
Governance

Report
which

they
COSO. The COSO

principles consist of five Financial Policies Procedures FPP an internal

present to the Annual General
Meeting.

In addi-
interrelated

components.
The components are document

comprising
all
important instructions

tion the auditors report detailed findings from
control environment risk assessment control rules and principles.
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Risk assessment committees and networks within Volvo that 3. General IT controls Processes formain-Risks
relating

to financial
reporting

are evaluated serve as forums for information and discussions tenance development
and accessmanage-and

monitored by the Board through the Audit regarding issues relating
to the financial reporting ment of financial applications are evaluated

Committee inter alia through identifying
what and

application
of internal rules. Included in

by testing of routines and controls.

types
of risks that typically could be considered these committees and networks arerepresent-as

material and where they would typically atives from the business areas and the Groups The results of the evaluation activities are

occur. The annual evaluation of internal control staff units who are responsible
for financial

reported
to the Group management and the

activities conducted by the Internal Control and reporting.
Work in these committees and net- Audit Committee.

Internal Audit functions are based on a risk- works is aimed among other things at ensuring

based model. The evaluation of the risk that a uniform application
of the Groups policies

errors will
appear

in the financial reporting
is principles and instructions for the financial Goteborg February 23 2012

based on a number of criteria. Complex reporting
and at identifying and communicating

accounting principles can for example mean shortcomings and areas of
improvement

in the AB Volvo publ

that the financial reporting risks being
inaccu- processes

for financial reporting.

rate for those posts
that are covered by such

Board of Directors

principles.
Valuation of a particular asset or

lia- Follow-up

bility according to various evaluation criteria Ongoing responsibility for follow-up
rests with

can also constitute a risk. The same is true for the business areas management groups and Auditors report on the Corporate

complex and/or changing
business circum- accounting

and controller functions. In addition Governance Report

stances.
the Internal Audit and the Internal Control func- To the annual meeting of the shareholders in AB

tions conduct review and follow-up activities in Volvo corporate identity
number 556012-5790

Control activities
accordance with what is described in the intro- It is the Board of Directors who is

responsible

In addition to the Board of AB Volvo and its
duction of this report.

More specifically the for the Corporate Governance Report for the

Audit Committee the management groups and Internal Control function runs and coordinates year 2011 on pages 150-159 and that it has

other decision-making
bodies in the business evaluation activities through

the Volvo Group been prepared in accordance with the Annual

areas Group functions and Group companies Internal Control program which gives a sys- Accounts Act.

constitute the overall supervisory body.
tematic way of evaluating the quality

and effec- We have read the Corporate Governance

Several control activities are applied
in the tiveness of the internal control over financial Report and based on that reading

and our

ongoing
business

processes
to ensure that reporting on a yearly

basis. A yearly evaluation knowledge of the company and the group we

potential errors or deviations in the financial plan
is settled and presented

to the Audit Com- believe that we have a sufficient basis for our

reporting are prevented
discovered and cor- mittee. This evaluation program comprises three opinions. This means that our statutoryexami-rected.

Control activities range
from review of main areas nation of the Corporate Governance Report

is

outcome results in management group meet-
different and substantially

less in
scope

than an

ings
to specific reconciliation of accounts and 1.

Control policies and guidelines Self-assessment audit conducted in accordance withInterna-analysis
of the ongoing processes

for financial procedure
carried out by management teams tional Standards on Auditing and generally

reporting. Responsibility
for ensuring that control at business area and Group function levels as accepted auditing

standards in Sweden.

activities in the financial processes are appro-
well as local company level. Main areas eval- In our opinion

the Corporate Governance

nriate and in accordance ittLtb.e_G.r_QufispoBcies
uated are the adherence to the Groups Report has been prepared

and its statutory

and instructions are compiled
in the Groups

financial directives and policies found in FPP content is consistent with the annual accounts

__accounts
_-___ýhar..ed ser-vice-cenfef_WithinLthe._framew rktar.__ _ .._ alon -with_Th_e Volvo Way and the Groups a

the financial reporting they are also responsible
Code of Conduct.

for ensuring that authority
structures are 2. Process controls at transaction levelsPro-designed

so that one person
cannot perform an cesses related to the financial reporting

are Goteborg February 23 2012

activity
and then perform the control of the evaluated by testing

of specific routines
and

PricewaterhouseCoopers AB

same activity. Control activities within IT security
controls based upon the Groups framework

and maintenance are a key part
of Volvos internal for internal control over financial reporting Gbran Tidstrbm Johan

Rippe

control over financial reporting.
VICS - Volvo Internal Control Standards. Authorized Public Authorized Public

The framework focus on the financial
reporting

Accountant Accountant

Lead Auditor

Information and communication
areas deemed to have a relatively higher

risk

Policies and instructions relating to the financial for potential errors because
e.g. complex

reporting are updated and communicated on a accounting principles complex or changed

regular
basis from management to all affected business

operations
etc.

employees. In addition there are a number of



Definitions

Basic earnings per share
Interest coverage

Income for the period attributable to shareholders of the Parent Operating
income plus interest income and similar credits divided

Company divided by the weighted average
number of shares out- by

interest expense and similar charges.

standing during
the

period.

Joint ventures

Capital expenditures Companies over which the Company has joint control together with

Capital expenditures
include investments in

property plant and one or more external parties.

equipment intangible assets and assets under operating leases.

Investments in fixed assets included in the Groups cash-flow Net financial position

statement include only capital expenditures
that have reduced the Cash and cash equivalents

marketable securities andinterest-Groups
liquid funds during the year.

bearing short- and long-term
receivables reduced by

short- and

long-term interest-bearing liabilities and
provisions

forpost-Cash-flowemployment benefits.

Combined changes in the Groups liquid funds during
the fiscal

year. Changes in liquid funds are specified
with reference to Operating margin

changes in operations operating activities changes depending on Operating income divided by net sales.

investments in equipment fixed assets etc. and financing activities

such as changes in loans and investments.
Penetration rate

Share of unit sales financed by Volvo Financial Services in relation

Diluted earnings per share
to total number units sold by

the Volvo Group in markets where

Diluted
earnings per

share is calculated as income for the period
financial services are offered.

attributable to the Parent Companys shareholders divided by the

average
number of shares outstanding plus the average

number of Return on shareholders equity

shares that would be issued as an effect of ongoing
share-based Income for the period divided by average

shareholders equity.

incentive
programs

and employee stock option programs.

Self-financing ratio

EBITDA
Cash-flow from operating activities see Cash-flow statement

EBITDA is the operating
income before depreciation

and amortiza- divided by net investments
in fixed assets and leasing

assets as

tion of
tangible

and intangible assets. This key figure is calculated defined in the cash-flow statement.

by adding
back depreciation

and amortization on the operating

income of the Industrial
operations.

Equity ratio

Shareholders equity
divided by total assets.



Annual General Meeting April4 2012 Preliminary publication dates

Report for the
first three months 2012 April 26 2012

The Annual General Meeting of AB Volvo will be held in
Goteborg

in Lisebergshallen entrance from Orgrytevagen Wednesday
Report

for the first six months 2012 July 24 2012

April 4 2012 at 300 p.m.
Doors to meeting

hall open at 1.30 p.m.
Report for the

first nine months 2012 October 24 2012

Report on
2012 operations

February
2013

Notice Annual Report
2012 March 2013

Those who wish to participate
must be recorded as shareholders

in the share register
maintained by

Euroclear Sweden AB on
The reports are

available on www.volvogroup.com on date ofpubli-March
29 2012 and give

notice of intention to attend not later
cation and are also sent electronically

to shareholders who have

than March 29 2012 preferably
before 1200

advised Volvo that they wish to
receive financial information.

by telephone 46 8 402 90 76 beginning February 29 2012

by
mail addressed to AB Volvo publ AGM Historical and current time series reflecting the Volvo Groups

P.O. Box 7481 SE-103 98 Stockholm Sweden
market information and share data are published regularly on

on AB Volvos website www.volvogroup.com www.volvogroup.com.

When giving notice
shareholders should state their

Contacts
name

personal registration
number corporate registration number

Investor Relations

address and telephone number Christer Johansson 46 31-66 13 34

name and personal number registration number of the proxy if any Patrik Stenberg
46 31-66 13 36

names of any accompanying assistants Anders Christensson 46 31-66 11 91

John Hartwell 1 212 418 7432

Shareholders who have trustee-registered shares should in good

time
prior

to March 29 2012 request owner-registration
which

Aktiebolaget
Volvo publ 556012-5790

could be temporary at the bank or broker holding the shares.
Investor Relations VHK

SE-405 08 Goteborg

Volvos Election Committee Sweden

Tel 46 31 66 00 00

The following persons
are members of Volvos Election Committee

Fax46 31 53 72 96

E-mail investorrelations@volvo.com

Carl-Olof By Chairman of the Election Committee
www.volvogroup.com

AB Industrivarden

Jean-Baptiste Duzan Renault s.a.s.

Lars Forberg
Violet Partner LP

Hakan Sandberg
Handelsbanken SHB Pension Fund

SHB Pensionskassa SHB Employee

Fund and Oktogonen

Louis Schweitzer Chairman of the AB Volvo Board

Among other duties the Election Committee is responsible
for

submitting to the Annual General Meeting proposals
forcandi-dates

to serve as members of the Board of Directors and Chairman

of the Board and proposal
for auditors if applicable.

The Committee

also proposes
the amount of the fees to be paid to

the holders of

these positions.
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THE VOLVO GROUP
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This
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materially

from those
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VOLVO GROUP

Complete partner

The Volvo Group is one of the worlds
leading manufacturers of trucks busescon-struction

equipment and marine and industrial
engines. The Group also provides

complete solutions for
financing and service. The Volvo Group which employs about

115000 people has
production facilities in 18 countries and sells its

products in

1 t
a Y.

more than 190 markets. In 2012 the Volvo Groups sales amounted to about SEK
Ffr

304 billion. The Volvo Group is a publicly-held company headquartered in Goteborg
Sweden. Volvo shares are listed on OMX Nordic Exchange Stockholm.

-OEM

Strong positions

One of the worlds
largest manufacturers of trucks.

One of the largest within construction
equipment. g

r
.--

One of the worlds largest manufacturers gt
ý X

of
heavy-duty diesel

engines.

Global market
presence.

2 In

Strong brands

By selling products under different brands the Group can address many different

customer and market segments in mature as well as
growth markets.

Global strength Volvo Group net sales

2000-2012 SEK bn

Since the
streamlining towards commercial vehicles was initiated more than ten

_
_ yearsago the-Volvo Group has significant strengthened its

positions outside the

traditionally big markets of Western
Europe

and North America. Positions have been

moved forward by acquisitions in
primarily Asia and

expansion of the distribution and

service networks in for instance Eastern
Europe and South America. In the

year 2000
130.1

markets outside of Western
Europe and North America accounted for 16% of Group

yyy
sales. In 2012 that share had grown to 47%.

2000 2012
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Trucks 63%
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Other 2%
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THE VOLVO GROUP 2012

New
strategy for the futuregy

Net sales declined
by 2% to New

strategy put in pace. Net sales SEK bnSEK 303.6 billion 310.4.
Volvo Aero divested.

operating income
amounted.

F-I

Extensive product renewalto SEK 17.6 billion 26.9.
under

gay.

Operating margin decreased
Nevv Volvo FH launchedIfo58%8..

Inearl 2013 an ýy aEagrýemelt 08 09 10 11 12Nel debt in the Industrial
304 21 8 265 3 1 0 304

ire 45% of Dongfeng
Operations of 29.3% of

to
acquire

_Commercial Vehicles in Operating income SEK bnsharerOlders
equity.

China was signed.
Proposed dividend of SEK

3.00
per share 3.00.

08
10 11 12

15.9 18.0 26.9 17.6

09

17.0

Key ratios

2012 2011
Net sales Volvo Group SEK M

303647 310367
Operating income Volvo Group SEKM_

17622 26899
Operating income Industrial

Operations SEK M--___--Operatingincome Customer
Financ_eSE_KM

1

19
25969

Operating margin Volvo Group %
144928

8.75.8
Income after

financial items SEK M-
15355 24929Income for the

period SEK M--------
11258

----_....._.
18115Diluted

earnings per share SEK- -- ------ 5.44
8.75Dividend

per share SEK
3.00 3.00

Return on shareholders
equity----------------- %

12.9
23.1Number of permanent employees

98717 98162

Share of women Presidents and other senior
executives %

19 17
--- -

17Em o ee E
-

-- y ngagenien Index

Energy consumption MWh/SEK M

CO emissions tons/SEK M
8.1

0.8
0.8Water

consumption m3/SEK M
24.9 26.2Share of direct material

purchasing spend fromCSR assessed
suppliers %

66 60
1

According to the Boards
proposal.

1



A GLOBAL GROUP 2012

CEO COMMENT

A
year of major changes

back- 2012 1 see a year w.hen the Volvo Group experienced major chair -
s. I _d5nCuc11t 6ýC. trT2.ý1f I7ic IttcC7 a

rýIf3JCir E7i fi

t

nraLrg1izatoilal
chanige we Started work toward new

Strategicie ýtýres we Sol oleo Ae o and ýf launched
a very iinpo ant product Gaiti the new hidtm It the

sa me ii.1 e ft Yas a year oA-ien we faced

j

S0111- ý
plctough c halloges.

Financially strong
Intensive phase of product renewalThe

year started out
strong with

increasing Overall we maintained our market
positions in

Foundation in placesales and improved
profitability during the first most truck markets around the world and Volvo Revised Group vision

half but
during the second half we were CE

strengthened its
position as number one inimpacted by the decline in the

global
economy. China - the worlds

largest market for construc-

EI New financial
targets

During the autumn demand fell in
nearly all of lion

equipment. Volvo Buses made inroads into

New incentive program

eargets

our markets. From a full-year
perspective the new customer segments thanks to

hybrid buses

New

aligned with

strategic

financial

bjectives

truck markets in North America and Japan grew at the forefront of the bus
industry and Volvo

Ql New
organization

Europe was slightly lower than in 2011 and Bra- Ponta has a modern and
competitive productzil saw a big decline.

range. But we do not stop there. To secure com- teamsFor the Volvo Group net sales in 2012
petitive future

products for all our
businesses

C

Rl New

New

process-oriented kflow
dropped to SEK 303.6 billion compared with we are in a

very intense phase of
renewing and New

corporate
rlovern
governance

SEK 310.4 billion in 2011.
Operating income

broadening the product portfolios.

g

amounted to SEK 17.6 billion 26.9 and the In addition to the new Volvo FH we are devel

New brand
positioning

operating margin was 5.8% 8.7. A
part of the

oping a
completely new

range for Renaultexplanation for the lower
earnings is the meas- Trucks which will be launched in 2013 a new The

high activity level has been evident

ures we implemented in the Group to cope with series of trucks for the lower
price segments in start of the 2013. The

newly signed agreement

the
declining demand. We cut

production but
emerging markets and a new

medium-duty with
Dongfeng which is

pending approval

were not able to lower our costs at the speed of
engine range. We are also in the latter

stages of authorities is a key event in the
history of the Volvo

the
drop in demand. At the same time we development of

engines for the Euro 6 emission
Group. It will take us into the

important

en

Chinese

hard to reduce
inventories. This

legislation for trucks and buses and Tier 4f for truck market and when the transaction has been
impacted Group earnings in the

short-term but
construction

equipment and Volvo Penta. All of finalized the Volvo Group will become the worldss
us to

get inventories in balance
by year- these

products will
strengthen our

position as a
largest manufacturer of

heavy-duty trucks.

end. We also took
restructuring charges for a

front-runner in our industries and contribute to
I would also like to extend my gratitude to

number of
important activities aimed at increas-

taking us closer to our vision to be the world employees in the Group for
all their effort

a-inglong-term efficiency and
profitability. None- leader in sustainable

transport solutions.
s dur

ingtheless sales above SEK 300 billion and an
ing 2012. In 2013 we continue with

full speed

operating margin close to 6% in
relatively weak Full focus on strategy

ahead. We have an intense and
exciting period

ahead of us and am onvinemarket conditions are proof of our products and 2012 was the
year when we laid a new foundation G

roup will stand
levencstron

g
e
r
d

nh the
market-also

of the dedicated work of the Groups to start
executing on o

u
r
r

strategic
bjectives

for

m
Ceomyttrrrs ap fds

agar

2Q1
whist

are-clearly-aimed
t-improving-the.__From a financial

viewpoint we remain
strong Groups overall

profitability. We have full focus onwith a net debt to
equity ratio of 29% in the our

strategy and road maps have been
developedIndustrial

Operations and for 2012 the Board of for each of the 20
strategic objectives. The roadDirectors

proposes an ordinary dividend of SEK
maps have been further

detailed and broken Olof Persson
3.00

per share. This is on the same level as last down into over 400 main activities that will be President and CEOyear and it would mean that the Volvo
Group executed in order to

improve
profitability. Ourwould distribute SEK 6.1 billion to its owners.

strategy is described in detail in this
report.
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A GLOBAL GROUP 2012 OPERATING CONTEXT

FUTURE TRANSPORT NEEDS

Challenges create opportunities

The world is rapidly changing and it is crucial to keep up with the pace. Today it is more important than ever to

understand the
operating environment how it impacts the Volvo Group and first and foremost to act on these

changes to meet future transport needs. Here some of the more significant challenges and the actions beingunder-taken
by the Volo Group to meet these challenges and turn them into business opportunities are defined.

Demographic changes Climate change and
and urbanization alternative fuels

In 2050 the worlds population is expected to Climate change comprises one of the mostcom-ýF
exceed nine billion. Since 2008 more than half

plex and difficult
questions

of our time and the

tom
the worlds population live in cities and in fifty years burning

of fossil fuels such as oil is the singlelarg-that
figure is expected to reach two-thirds. This est source of

greenhouse-gas emissions. This

trend leads to an increased need for transporta- means that increased fuel
efficiency

is of utmost

tion and better infrastructure.
Large quantities of importance and it has also increased the interest

goods products
and

people are transported daily in alternative
renewable-energy sources. The

A within as well as to and from cities. Cities particu- development of alternative fuels andelectromobil-larly
major cities have particular requirements

for
ity
differs widely in different

regions depending on

city and traffic
planning. Furthermore traffic

jams the natural resources available which in turn drives

as well as pollution and noise need to be the
development of vehicles adapted for various

k ti7
r s

rY s addressed for instance by vehicles which are types of energy sources. The move towardslarge-
specially adapted for urban environments. scale use of renewable

energy
is also

dependent

on political decisions and investment
capacity to

create the
necessary infrastructure.

EXAMPLES OF OUR SOLUTIONS

T 152

hs--r
z- f

Efficient transport with BRT systems Fuel efficiency and new drivelines

Bus Rapid Transit BRT is a public transport system The Volvo
Group constantly strives to reduce thenega-with

Y
t dedicated bus lanes high service frequency and tive impact that our products have on theenviron-xýsimplicity of boarding and alighting. It is fast comfort- ment. This naturally entails increasing fuel efficiency.

able safe and reliable. Furthermore the investment The Volvo Group estimates the fuel-saving potential

cost is lower than alternatives such as public transport for a standard truck will be 15% in 2020
compared

-

by rail and subway and the environmental impact is with fuel
consumption in 2005. We are also investing

decreased when compared with individual travel by car. considerable resources in the development ofalter-1
The

concept was developed in the Brazilian
city of native drivelines for

example hybrid solutions and

Curitiba and many cities worldwide view BRT as a prom- drivelines optimized for renewable fuels such asr

.

i

s

ising solution for public transport Volvo Buses is a world- Methane Diesel and DME
dimethyl ether.

leading supplier of buses to modern BRT systems such

as in Mexico City in the photo.

-7 tt
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Shortage of natural Safety and security Competent labor

resources and raw material

Population growth a rapidly growing
middle class Traffic and road safety is becoming increasingly Formany years interest has waned for education

and increased
purchasing power leads to larger important as demands on transportation increases. and careers in the fields of mathematics natural

numbers of people increasing their consumption. The subject is a high priority for
governments

and sciences and engineering in some developed

Mankind is
utilizing an increasing amount of land institutions the world over. In the future the focus on countries while interest has grown

in some

water and other resources. More efficient use of safety in a broader sense will continue to increase. emerging markets. The need however forcom-resources
is required and the

recovery
of a greater This will

impact the security of drivers vehicles and petent employees
with these types of specialist

proportion
of material is becoming increasingly goods. skills will increase as the products

and services

important to secure future access to material. are becoming increasingly sophisticated.
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i ecyciable products Smart vehicles An attractive employer

The Volvo Groups products are largely recyclable since 90% of all traffic accidents arise from the human fac- The Volvo Groups success hinges on havingmoti-by
weight they consist of almost 85% metal mostly iron tor. Smart vehicles with active safety systems

that vated and engaged employees who are willing to

steel and aluminum. The additional materials are mainly communicate with other vehicles and the surrounding take an active part in the Groups development and

plastic rubber and material from electronics
compo- infrastructure enable the driver to be liberated from future. Therefore The

Group invests in thedevelop-nents.There are disassembly stations where trucks monotonous tasks and instead create the possibility ment health and wellbeing of its
employees.

The

buses and construction machines can be disassembled for the driver to focus his or her attention where it is Volvo Group also strives for a company
culture in

for re-use of some product parts and recycling of others. really needed. With advanced technology for detec- which employees are encouraged to develop and

The photo shows
remanufacturing

within Volvo Con- tion electronic surveillance of transportation and seek out new challenges in their careers.

struction Equipment Reman. electronic document management drivers vehicles

and cargo can be better protected against crime.

5



A GLOBAL GROUP 2012 OPERATING CONTEXT FUTURE TRANSPORT NEEDS

Long-term growth

First up and then down
again.

The transportation industry is cyclical with swings up and do vn in

the short term. Then add emission standards political
decisions and expectations about the future

all of vNhich impact customers decisions to purchase now or wait until later. However in the longer

term the industrys growth is closely linked to an increasing need for transports as economies grow.

Closely linked to the GDP development North American
haulage companies chose to of the commercial vehicle industry is theintro-The

Volvo Group is one part of the transport indus- postpone their investment decisions in the duction of new emission legislation. Newstand-trythat connects
production with consumption. autumn of 2012. Even if there was business to ards have

traditionally resulted in moreexpen-We
are what

you might
call the life blood. Demand be done and goods to transport with both the sive more technically complex trucks. This has

for
transport capacity and thus for many of

presidential election and federal budget negoti- generated an advance purchasing effect a

the Groups products is
closely linked to the ations around the corner customers decided it prebuy as haulage companies have taken the

GDP trend. was better to be safe than
sorry

and therefore
opportunity

to
update their fleets just before the

The extent of investment in infrastructure postponed their purchases. new regulations come into force. At the same

which drives demand for building and construc- time new regulations have positive effects on

tion equipment is also
closely linked to the GDP Markets move at different paces the environment.

trend. Increased global wealth means that there The transportation industry is directly linked to

is a long-term need to build roads airports rail- economic
developments but the global econo- Growth rates In different parts of the world

ways factories offices shopping centers as mies do not move at the same pace. Countries that According to Consensus Economics global GDP

well as housing and recreational facilities. In the are heavily dependent on exports such as
grew by

2.5%
during 2012 compared with 3.1% in

short term demand is affected
by a number of Sweden and Germany are more affected when 2011. GDP in the EU declined

by
0.3%

following

factors including fuel
prices

the
implementation consumers in other countries tighten their belts. and increase by 1.6% in 2011. US GDP increased

of new emission regulations interest rates etc. Countries like the USA and Brazil are also by 2.2% 1.8%. Japans GDP
expanded by 1.9%

The
registration

of new trucks on a particular impacted by a slowdown but to a lesser-degree as following a decline of 0.5% in 2011. Growth in

market often follows the same pattern as eco- they have such large domestic markets and a rela- countries such as Brazil India and China hitcycli-nomic
growth in the region. tively

small
part

of what
they produce is exported. cal lows during 2012. For 2013 global GDP is

- The transport industry
is
largely

in tune with -The fact that the Volvo Group is global is expected to grow by 2.6%. The emerging
markets

the overall economic development but demand an enormous advantage. If we had not been in
primarily

Asia and Latin America are foreseen

for our products is also governed very largely by established on the growth markets we wouldnt to be the prime drivers of global growth.

expectations about the future says Johan Adler have been in the position we currently enjoy

Head of Economic Research in the Volvo Group. says Johan Adler.

This is one of the explanations why many Another kind of event that impacts the whole

Economic growth in the U.S. Economic growth in Asia The Volvo business moves in close tandem

Europe and Brazil Annual GDP-growth % with macroeconomic development
Annual GDP-growth %

_
ý. Euro Area GDP and heavy-duty trucks registration growth

4b%

6 60

5 50
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ýu E 2
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08 09 10 11 12 08 09 10 11 12 1 10
5.2 0.3 7.5 2.7 1.0 Brazil 9.6 9.2 10.4 9.3 7.8 China 2 -- - -

20
0.6 4.1 1.9 1.6 0.3 EU 6.8 8.0 8.5 6.5 5.3 India 3 30
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New heavy-duty trucks registration growth right axis

Source Consensus Economics
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The Volvo Group is one of the worlds
largest

rr

S i manufacturers of commercial vehicles and a

leader in terms of developing sustainable

transport solutions of the future. In 2012 the

Volvo Group invested almost SEK 15 billion in

research and
development.

new
Research and development has always been

Charging a plug-m hybri
the most secretive

aspect
of a company. This is

bus In USt ten minutes
natural since it involves launching new solutions

d PGf ýIFS1ýrtýOMýr7aýkcfridPatýa ý. ý
.

a may.
t seawaj..ý.avwaýwýaýx ahead of competitors. Nevertheless the Volvo

54ýýwaoýa.a..cýa ý Group has decided to display some of thecom-syireto..eu2tsaytrýssafca sxirr t ea
I

ýýý y k-_ ý
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m panys work for the future on its new website

Tech World.
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mod where we are heading is
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and Chief Technology

Officer of the Volvo Group. We will have the
greatest

._ Mucku
opportunity to address

current challenges and

lo
Laser gCatttitl that

$pCi
those of the future through

8t6.t
j cooperation.
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irrrmPaeýtR.txý ýtawýdcets tea -ý -
- Fý

w4krgwoucnoOWN saHrwar a website
is to show existing

and future
engineers the

width of the subject areas

that are encompassed by the Volvo Group.

Tech World features a large
number ofexam-r

pies
of future projects automatic construction

equipment vehicle fuel from forest raw material

vehicles that communicate with each otherrxt electricity generation from surplus engine heat

W._
boat simulators and much more. The Volvo

- Groups engineers share their
expertise and

also
present some of the challenges that

remain to be overcome.
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A GLOBAL GROUP 2012 STRATEGY

STRATEGIC APPROACH

The road we are taking

The Volvo Groups long-term plans stake out the road to success - to our
The Global Compact

ision our target as well as our wanted
position.

Our core ttsl.ues focus areas
In 2001 the Volvo Group signed

Global
Compact UNs initiative on

strategic objectives road maps tokvard targets and
activity plans will help us

socially responsible business
prat

to achieve this as efiiciclitly as possible.
tices. The Volvo Groups principles

Tslff tflRl.
for responsible business are based

COMPAcr on Global Compact among other.

During 2012 we adapted the Volvo Groups gov-
markets and has welcomed new employees

and Strategy process to achieve the wanted

ernance to becoming more efficient and
companies. As a consequence of this the Group position and vision

launched a new strategy to achieve the Volvo currently has
operations

in
approximately

190
During 2012 a new strategy process

was

Groups targets wanted
position

and
ultimately markets and employs about 115000 individuals launched which has resulted in

three-yearstrat-our
vision. who strive to create efficient and sustainable egies for the individual business areas of the

All work within the Volvo Group is based on a transport solutions for our customers. Volvo
Group. The process resulted in five to nine

long-term sustainable perspective since we are focus areas which are particularly significant for

convinced that corporate social responsibility will Adaptation of governance the future development and approximately 20

contribute to long-term success. Assuming In the past year we made extensive efforts to strategic objectives per
business area. Thestra-responsibility

is deeply rooted in our culture and
adapt

the Volvo Group to the conditions and tegic objectives have been divided into more

has its base in our core values and
policies

in the expectations of the business world and the future than 100 road maps and a large number of

Groups Code of Conduct. We strive to assume -
and to achieve our wanted position by 2020. activity plans.

economic environmental and social responsibility The efforts resulted in us taking a step
toward Our structure for governance encourages

for the
operation products and services in the governance as one Group with coordinated long- close

monitoring as well as rapid
and efficient

areas where the Group has the potential to exert term
plans

for the business areas. The
pace

has decisions and early adjustments when
necessary.

influence increased with respect to governance
and recon- The

system also aims to involve all employees

This will enable us to strengthen our brands and ciliations connected to the development of the by clarifying how each individual is important to

relations with business partners and thus create business areas. We have established a distinct achieving the targets.

new business
opportunities

that offer long-term brand portfolio and have moved from a regional

growth and improved profitability. focus with individual brands to a globallycoordi-nated
approach. In addition we have created a

Changed prerequisites more distinct distribution of responsibility with

The
global presence

of the Volvo Group has measurable
targets.

It is
necessary

to have
all of

undergone a dramatic change in the past decade. this in place prior to the commencement of work

The Group has
grown considerably in

emerging
based on the new strategies.

Wanted position z
a

2020

Strategies 2013-2015

Sustainable Transport Solutions

Sustainable transport solutions to the Volvo Group

are solutions that improve the short and long term

economic and environmental performance meanwhile

social impact is considered.

8



All work in the Volvo Group is based on our vision our values and the

wanted position. Based on this core outer rings are created in the form

of objectives and focus areas all the way to tangible activities with clearly

defined responsible parties.
This will lead to responsible governance based

on a long-term sustainability perspective.

Mal

ti_
c

r cr

k
4ý

i 1.
YP t

ýJY.-P f iý 5

p/
i_.Iý.t._ý

w.

.ý 3ý.ýýý ýýsý
c1-C

-ýtti.

ý
r

ý
t
.ýi3as. -

rL.ý ý
ý

3 _

IC

ý ýý-
rS ý Zhtk aY. s

t
_a
v-D

-ý
ý

a

ýýl

The following pages describe

our strategic work from the

vision to the focus areas and

strategic objectives. The new

strategy which was announced

in autumn 2012 applies for the

2013 - 2015 period.
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A GLOBAL GROUP 2012 2 STRATEGY STRATEGIC APPROACH

Vision Core values and Wanted position

The Volvo Group is
part

of the global society as well as many local societies. This provides us with the

opportunity and ability to
influence and contribute to social and business development.

We strive to act

responsibly
take into account the opinions of various stakeholders and create value for our shareholders

and society. The overall objective
is to become the world leader in sustainable transport

solutions.

Our vision Our values Volvo Group Wanted

The Volvo Groups vision is to become the world The Volvo Group views its corporate culture as position
2020

leader in sustainable transport solutions by a unique asset since it is difficult forcompeti-creating
value for customers in tors to copy. By applying

and strengthening the
We are among

the most profitable

selected segments expertise
and culture we have built up over the

in our industry.

pioneering products and services for years
we can achieve our vision.

We are our customers closest

the transport and
infrastructure industries Quality safetyand

environmental care are the
business partners.

driving quality safety
and environmental care values that form the Volvo Groups common base

We have captured profitable

working
with

energy passion and respect
and are important components of our corporate

growth opportunities.

for the individual. culture. The core values have a long tradition and
We are proven

innovators of energy-efficient

permeate our organization
our products and our transport

and infrastructure solutions.

way
of working. They are an important part of

We are a global team of high

corporate social responsibility
and our goal is to

performing people.

maintain a leading position
in these areas.
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Financial targets from 2012

INDUSTRIAL OPERATIONS
134 n

Target
Comparison group

Preliminary outcome----The
annual organic sales growth

for the truck Daimler Iveco MAN Navistar Paccar Scania The organic
sales decreased by

3.2% for the

and bus operations shall be equal to or exceed
and Sinotruk

Volvo Groups truck and bus operations and

a weighted-average
for comparable competitors.

was below the
weighted average of -1.0% for

the competitors.

Each year the operating margin for the
truck

and bus operations shall be ranked
among

the Navistars figures are based on rolling four quarters as of
The operating margin of 4.3% for the Volvo

top two companies when benchmarked against the third quarter of
2012 and Sinotruks figures are based Groups truck and bus operations was ranked

relevant competitors.
on rolling four quarters

as of the second quarter of
2012. number four in comparison

with the competitors.

ýý..
a s a e

a
-
a

.-ý

Target
Comparison group

Preliminary outcome

The annual organic
sales growth for the con Brunswick CaterpillarCNH Cummins Deere The organic

sales decreased by
2.9% for the

7 struction equipment operations
and Volvo Penta Hitachi Komatsu and Terex.

Volvo Groups construction equipment opera-
31

shall be equal to or exceed a weighted-average

tions and Volvo Penta and was below the

for comparable competitors.

weighted average
of 2.3% for the competitors.

Each year
the operating margin

for the con-
The operating margin of 8.3% for the Volvo

struction equipment operations
and Volvo Penta

Groups construction equipment operations

shall be ranked among
the top two companies

and Volvo Penta was ranked number five in

-_ when benchmarked against relevant competitors.
comparison

with the competitors.

Net financial debt as a percentage

Target and outcome

The financial net debt including provisions
for target. According

to the new target
the Industrial of shareholders equity %

t e d
post-employment

benefits for the Industrial Oper- Operations
net financial debt excluding pensionobli-f

ýaýxysp ations shall be a maximum of 40% of sharehold- gations
shall be a maximum of 35% of shareholders

680
0

ers equity under normal
conditions. At the end of

equity
under normal conditions. The new target of

2012 the financial net debt amounted
to 29.3% 35% corresponds to the previous

financial target
of

40 z

of shareholders equity.
40% in which pension obligations

were included.
200

Target below 40%

As of January 1 2013 new accounting rules

20
for employee

benefits was effective. As a conse-
40

quence
AB Volvos Board of Directors has

08 09 10 11 12

--.
decided to exclude pension obligations from the

39.7 70.9 37.4 25.2 29.3 z

it M-1

_CUSTOMER -FINANCE-OP

Return on shareholders equity %
T

The

arget and outcome

9

shareholderorsforrrei

Finance is a retum on

equity
of 12-15% and an equity

Target 12-15%

ratio above 8%. The return on shareholders
15 - - - - -

equity
for 2012 amounted to 12.5%. At year

10

end 2012 the equity
ratio was 8.1%. 5

0 -
5
10

08 09 10 11 12

12.6 6.2 0.4 7.3 12.5
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Targets to secure improved

Group profitability

The targets for the coming strategy period 2013 - 2015 was announced in autumn 2012. The overall

target is to increase the
operating margin by 3 percentage points for the Group as a whole. The truck

operation has the greatest impact on profitability. The calculation below is based on Group sales of

SEK 300 billion and truck sales of SEK 200 billion. To safeguard against unexpected events 2percent-age
points in the form of headwind factor have been deducted.

The strategy for

2013-2015
will ultimately lead

to higher organic growth

while profitability will

improve as we improve

cost-efficiency and apply

effective pricing and

optimized positioning
of

our brands and products.

Expected impact on

Strategic obje Wes- MtlnO MarginGroup ope
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Truck operations focus areas

and strategic objectives

After 15
years

of active acquisition strategy and
streamlining

to commercial vehicles the Volvo Group is now entering a

new phase with a focus on driving organic growth and improving profitability. In the strategy for 2013 - 2015 we have

identified five focus areas that have particularly high impact on the truck
operation for which there are 20

strategic objectives.
Each

objective is clearly restricted and measurable and is connected to both financial and
operational

key figures. In addition there is a clearly defined responsible party
for each individual strategic objective.

1.1 Increase vehicle
gross profit margin per region 1.3 Decrease wholesale selling expenses

Focus area 1 Secure number by 3 percentage points to 5% of sales

1 or 2 in profitability
To increase the vehicle gross profit margin we To reduce selling expenses we must align ourwhole-

We operate in a capital intensive
must sell our products

at the
optimal price level sale organizations

- from region to end customers -

industry. Significant investments
and offer the right product mix in various markets. to drive

productivity
and

efficiency. Sharing best

are
necessary

to simply comply with new regu-
It also requires that we understand our customers practice and fine-tuning our processes

will
play an

lations. Furthermorea strong financial position
- and their customers - and that we continuously important role.

affords us the opportunity to act and to fund improve the sales process.

innovation and development and our own 1.4 Increase own dealer soft offer absorption rate by

expansion. To achieve this we must excel in
1.2 Reduce actual standard cost of sales on total 10

percentage points

turning volumes into profit and capture the
cost for current offer by 10% A

healthy
aftermarket business with a total offer

potential for efficiency that is associated with Reducing the actual standard cost of sales will approach will reduce the
vulnerability

of our dealers

being a truly global player.
improve the bottom line lower the break-even to the cyclical demand for new trucks. A first-rate

point and enable profitable growth The main dealer network is also an important driver ofcus-componentsof standard cost of sales include the tomer loyalty and a way
for us to become a real

material cost manufacturing cost logistics cost solutions provider. We need an appropriate number

warranty and technical goodwill. of workshops in the right locations with the right

tools methods and
personnel skills working

according to the Genuine Service Process.
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1.5 Reduce RD cost spending pace

.azr a to 11.5 BSEK

.ý A flexible scalable research and
development

structure is key to increasing RD efficiency.

This will help us to more effectively manage

multiple demands in various markets. Anopti-mized
project portfolio is another key factor.

n

i G
1.6 IT cost on 2% of Volvo Group total cost

by 2015

- .ý - Thiýstrategic objetive is_to
aptýmle thebust-Amongthe activities to ness value from IT over time. The use of global

ncrease the
gross margin

t

a v processes enables the deployment of a larger

are the coordination of the brand and product proportion of common applications and the

positioning Read more on page 22 the launch of a new phasing out
of redundant applications. One goal

truck series for the lower price segments
in
emerging markets

is to
improve

the balance between
running and

l

ýt

Page 48 and the phase out of unprofitable products
ands development cost. It is crucial that we keep a

markets Read more about UD Trucks in North America on tight rein on IT costs even in an upturn when

agell 42. margins are better.p
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2.1 We will achieve 99% product availability contribut-
2.3 Each brand to rank number 1 on decided brand

Focus area 2 ing to strengthen customer business partnership
attributes in competitive set

U Strengthen customer
The first strategic objective

within this area is to The Volvo Groups portfolio of brands as a whole

business partnership
achieve up

to 99% product availability
since uptime can capture a larger

share of the total trucks

Success is based on being the
is a decisive factor for our customers. Reaching this market if we utilize the full potential of each

of

best at solving our customers problems and
level will require improved product quality

measures our brands. Working with customer segmentation

strengthening their operational performance.
to avoid unplanned stops rapid truck repair and opti- and distinct brand attributes will be decisive in

This is a key factor in building customer loyalty
mized preventive maintenance to reduce downtime. terms of how we position each brand in

the market

and becoming our customers preferred
busi-

to enable the best opportunities
for growth.

ness partner.

2.2 Drive retail excellence by implementation
of an

integrated customer interface tool

We must strengthen the way our processes
and tools

support our personnel
at all customer touch points

providing them
with an overview of the total business

relationship with a particular customer. This
will

improve our ability to offer our customers the right

products and services. Examples of areas to address

include the retail process system architectureinfor-mation
management and

information sharing.
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-s The Groups strong brand are important
assets. By

selling products under different brands the GroupaýJ can address many
different customer and market

segments
in mature as well as growth

markets. Read

.4
more on page

22. More information on the Volvo

Groups service offering is
available on page

28.

14



3

...._-....... _ ._.__.

3.2 Establish required
commercial

presence
to sup- 3.4 Increase aftermarket sales per unit

in operation

Focus area 3 port revenue growth by 50% in APAC Asia by 12% including
total commercial solution offer

Capture profitable growth
Pacific and 25% in Africa for second and third owner

opportunities
New markets are emerging

and we must lie ahead This objective aims to increase our
share of the

We want to retain and strengthen
of the

projected growth
curve. This requires that we aftermarket business covering the first second

our position as a profitable and global player
in cover strategic locations understand the specifics and third owner of the trucks. We will achieve this

the truck industry.
This

is
crucial

given
that high

of selected emerging markets
and adapt our busi- by providing a competitive offering

for parts and

volumes help us achieve economies of scale
ness models accordingly. services wherever the location of the vehicles.

and maintain our priority position among sup-

Our offering should encompass all of our

pliers and retailers. Organic
sales growth

3.3 Establish required
Order to Delivery footprint customers needs.

should be on par
with or surpass the weighted

and supply chain in APAC and Africa achieving

average for our competitors.
lead time reduction by 15% and capital tied up

3.5 Build 1 billion SEK new businessescomple-reduction
by 15% mentary to existing offering

This relates to further developing what has already
We

recognize
the

potential
for new business and

3.1 By optimizing the brand assets become number 1
been built up and set in motion in the Asia Pacific for expanding our current offering

in such areas

or 2 in combined Group Trucks HD market share region
and

gearing up
in Africa to match our com- such as vehicle productivity.

Other examples include

Our brand portfolio represents a unique strength. It

mercial ambitions for that continent. Reaching
this revenue streams from the truck end-of-life phase

is our goal to become number 1 or 2 in combined target will require action
in such areas as sourcing and from services facilitated by connected

vehicles.

Group Trucks
market share for heavy duty trucks in strategies

and
supplier performance

as well as

mature markets. In a number of markets we can
industrial and logistical structure.

optimize the manner in which we use our brand

portfolio also addressing new customer segments.

Other measures include ensuring the right product

quality and the appropriate coverage in sales and

service networks.
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In addition to South America and Eastern
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Europe
Asia and Africa are important growth

markets for the Volvo Group. Read more

about the Volvo Groups development in

Africa on page
52.
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1

4.1 Fuel efficiency to be improved by
2%

per annum
4. Commercialize alternative fuel technology by

Focus area 4 Innovate
through vehicle optimization

diesel efficiency launching concepts or products
in all

regions

energy-efficient transport
and electromobility Coming up with groundbreaking

innovations is not

and infrastructure solutions
We aim to remain the leader in fuel economy.

To enough.
We must turn them into commerciallyvia-Environmental

concerns political

reach our annual goal
of 2% we need to pursue

ble products and bring them to market. To succeed

demands megacities and fuel prices are driving
fuel-efficiency improvements and optimization

of in this respect we must work in close partnership

regulation and green technology.
We must be

Group Trucks vehicles and the existing diesel
with customers and providers of infrastructure

and

able to
anticipate

and act on changing market
engine platform.

We must also continue to develop
alternative fuels.

demands and shifts in technology and have the hybrid
solutions and alternative drivelines.

capacity to rapidly bring new solutions to market.
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The Volvo Groups product development
is affected by

the cost and supply of fuel as
well

as environmental legislation.
The Groups research and development is thereforefocus-ing

on energy-efficient drivelines hybrid
drivelines and on vehicles that can be runon

renewable fuels. Read more on page
26.
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5.1 Become an attractive employer measured by 5.3 Secure leadership and strategic competencies

reaching the employee engagement
level EEI primary focus is the implementation

of Volvo

locus area 5 Build high

performing global teams
of high performing companies

Group University

We want to have committed employees
with a By establishing a Volvo Group University

we

To outperform competitors
and

achieve agreed objectives
we must

level of engagement
that is on par

with high per-
will gather training

and development activities

attract and retain people
with the right compe-

forming companies
defined as the top 25 percent.

in a shared efficient organization.
Other aspects

tencies across all of our businesses. Fully
lever-

This will enable us to deliver on our business
of this objective

include enhancing knowledge

aging the existing in-depth business expertise
objectives

and make us an attractive employer.
transfer and mobility in

the Group carrying
out

and adopting
best practices throughout our

Furthermore our workplaces
should have an open

talent reviews on all levels and improving
our

global organization
will set us apart

from the
and inclusive culture providing

a healthy
and ability to plan

and secure our future competency

inspiring
work environment-

requirements.

competition.

5.2 Drive high performance
measured by reaching

5.4 Build an efficient and inclusive organization

performance
excellence level PEI of high by implementing

common global level
1 and

performing companies
2 processes

This objective
aims to drive continuous improve- Effectively utilizing process

orientation and

ments and high performance.
Each individual

standardization will help us create a moreeffi-needs
clear personal objectives

that are aligned
cient organization

and provide us with a map that

with the strategic objectives
of Group

Trucks. Man- more clearly
defines roles and responsibilities.

agers
must provide

clear feedback to employees By implementing
shared global processes

we will

and reward and recognize performance.
truly become one company

with a cohesivecul-ture
based on the Volvo Way.
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The Volvo Groups
vision is to become the

a

world leader in sustainable transportsolu-tions.
A deciding factor in fulfilling

this vision

is our employees and their knowledge
and

commitment. Read more on page
30.
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Business areas Growing and becoming more profitable are the main focus areas for Volvo CE Volvo Buses Volvo Penta and Volvo Financial

Services for the next three-year period
2013-2015. Developing on more markets is another common denominator. Here the

strategies presidents of Volvo Buses Volvo CE and Volvo Penta as well as Volvo Financial Services outline their respective strategies.

The challenge for Volvo Buses is
to obtain a sharp improve-

For Volvo CE the next three
years

will focus on growth
and

ment in profitability by
2015. One way of achieving

this is to profitability and according
to company president Pat Olney

expand in Asia.

ýA
the potential for success

is there for all to see.

-Growth in Asia is
really significant

and we already enjoy r
-The important thing now is

to make the wholeorganiza-a
strong position

there. We are now going to continue along
the same lines tion understand that we need to change the way we think. We are

says
the acting president of Volvo Buses Hakan Karlsson. transforming

Volvo CE to meet the opportunity of the future he says.

Volvo Buses has identified eight areas on which it
is
especially important

Growth efficiency and leadership
are Volvo CEs three cornerstones in

to focus during the next three-year period. They will all help to improve prof- the new strategy for
2013-2015. Using these three guiding principles as

itability and make Volvo Buses one of the most profitable bus companies. the starting point
Volvo CE has selected nine key focus areas.

-This is our absolutely top priority. We are talking about an aggressive They include allowing
Volvo CEs two brands Volvo and SDLG Shandong

powerful increase and its
essential that Lingong to develop and expand

onout-Sýmarkets than todayy
-

all the employees are both aware of and
more m

committed to it says
Hakan Karlsson.

- side China and Volvo in India China

and Brazil for example.

ýý ý
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Read more about VolvoBuses Read more about Volvo

new telematics systemwhich CEs wheel loader L105

TIE_ is currently being used in
developed specifically for7-asrr

more than 20 countries
the Chinese market on

aýuu
sýý.5

3A
page

48.

on page
60.
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Volvo Buses focus areas Volvo CEs focus areas

Number 1 in customer satisfaction. Profitably grow SDLG business globally.

Profitable core market clusters. Develop Volvo branded products
for emerging markets.

Soft
product

acceleration. Significantly
increase Customer Solutions revenues.

Asia leverage.
Significantly

increase dealer and supply chain capability.

Profitable product portfolio.
Increase share and profitability

of Road products.

Maoufaetuig eftcierao-. ý__-. ---- _ý---
Increase

gross
margier machine.. -- -

Research and development efficiency.
Increase product portfolio development PPD efficiency.

One company culture
with high performing Deploy

CAST globally Common Architecture

people
and organization.

Shared Technology.

Develop recognize and promote
excellent leadership.
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